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REVIEW OF THE MONTH
Business activity increased in November,
continuing the rise which began early last
Summer. Industrial pro-
Further increase in duction, as measured by
business activity
the Board s seasonally-
adjusted index, reached a level slightly over
100 percent of the 1923-1925 average as com-
pared with 96 in October and an average of
77 in the second quarter of the year. The
advance in November reflected chiefly a fur-
ther substantial increase in steel production
and increases also in output of automobiles
and textiles. Available figures for depart-
ment store sales and freight-car loadings and
reports on sales of new automobiles indicate
a rise in distribution of commodities when
allowance is made for usual seasonal changes.
There were some decreases in prices of in-
dustrial materials during November, while
prices of farm products and foods showed
little change.
Since last summer the amount of money
in circulation has increased somewhat more
rapidly than is usual for this
Recent changes season of the year. For sev-
cL™Sn
i
n eral years United States
money technically defined as
in circulation, that is, the amount outside the
Treasury and the Federal Reserve banks,
has shown a gradual rising tendency. The
amount in circulation during November of
this year exceeded $6,700,000,000, a larger
volume than at any previous time except for
a short period during the banking holiday in
1933, when there had been large temporary
currency withdrawals.
The increase in money in circulation dur-
ing recent months has reflected in large part
expanding industrial payrolls, enlarged relief
payments, and shipments of United States
money abroad in connection with the Euro-
pean crisis. During* September and October
total United States money in circulation
showed an increase of about $200,000,000,
of which $60,000,000 was in large-denomina-
tion currency, i.e., in bills of fifty dollars and
over. Currency shipments to Europe by New
York City banks amounted to $15,000,000 in
September and to $11,000,000 in October, the
largest amount reported for any two-month
period since collection of the figures began
in 1923. Most of these shipments were in
large-denomination currency.
The total increase in circulation from the
seasonal low point near the end of July to
the end of November this year amounted to
about $370,000,000, compared with $140,-
000,000 in the same period last year, when
business activity was declining, and with
about $350,000,000 in 1935 and 1936, when
business was increasing rapidly.
The substantial growth in the amount of
money in circulation over the past eight years
to a new high level has reflected
Long-term principally increased holdings of
cTr°cuiation individual savings in the form
of currency and a shift from
bank deposits to currency as a means of
current payments.
In the decade ending in 1930 the general
level of currency in circulation showed little
change. In this period there was a growth in
the use of bank checks for making payments,
and from 1926 to 1929, notwithstanding an
expansion in the total amount of money
payments, the volume of currency in circula-
tion declined somewhat. In 1930, with de-
creasing business activity, there was a more
pronounced decline. In the period from the
end of 1930 until the banking holiday in
March 1933 there were substantial with-
drawals of bank deposits in the form of
currency for hoarding. This was reflected
in a marked rise in the demand for large-
denomination paper currency, which is more
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convenient for hoarding than the smaller
notes and coin. The chart shows total cir-
culation of notes of fifty dollars or more and
the total of all other paper currency and
coin for end-of-month dates from October
1930 to October 1938. The growth shown in
the smaller denominations from 1930 to
March 1933 was in ten- and twenty-dollar
notes, which were probably hoarded, while
one- and five-dollar notes and coin, which
are used more largely for day-to-day pay-
ments, showed little change.
MONEY IN CIRCULATION
BY LARGE AND SMALL DENOMINATIONS
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Following the banking holiday there was
a substantial return flow of large-denomina-
tion currency in 1933 and to some extent in
1934, but the amount outstanding continued
substantially larger than in 1930, indicating
the retention in hoards of a considerable
amount of money.
From 1934 to the end of 1936 there was a
renewed increase in money in circulation.
This was a period of rising business activity,
and much of the increase in circulation was
in coin and the smaller-denomination cur-
rency. There was also a fairly steady growth
in the amount of larger-denomination cur-
rency. In the middle of 1936 a sharp rise
in circulation accompanied the payment in
cash of the veterans' adjusted service certifi-
cates. As a result of a cessation of the rise
in business early in 1937 and the recession
beginning in the latter part of that year, the
amount of money in circulation did not in-
crease in 1937, as it had in the two previous
years. In 1938 circulation continued close
to the 1937 levels until September, when, as
previously indicated, there was a renewed rise.
The higher level of currency in circulation
that has been maintained since 1936 at about
$2,000,000,000 above that of 1929 represents
increases both in large-denomination cur-
rency and in coin and small-denomination
bills. The increase in large bills reflects in
part the holding of savings in the form of
currency rather than in bank deposits, se-
curities, or other property. The banking
difficulties in the early thirties may be partly
responsible for the increase in the volume of
savings held in currency rather than in banks,
notwithstanding the safeguarding of bank
deposits after 1933 by Federal deposit insur-
ance. Another factor is probably the reduc-
tion in interest rates paid on savings and
other time deposits.
Increased circulation of coin and small-
denomination bills indicates that there has
also been a relatively greater use of cash for
current payments. This tendency, which
may have been due at first to banking diffi-
culties and the absence of banking facilities
in some communities, has been furthered by
the extension of service charges on checking
accounts. Relief payments, made to large
numbers of people without bank accounts,
may also have increased the demand for cur-
rency. Imposition of sales taxes in many
States and cities may have had an effect in
increasing the demand for coins.
Another factor increasing the amount of
currency reported as in circulation is a
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growth in vault cash holdings of banks. This
increase has amounted to about $300,000,000
since the end of 1933, most of which has been
at member banks. When banks had no ex-
cess reserves they ordinarily held no more
vault cash than was needed to meet current
demands of customers and deposited with the
Federal Reserve banks any excess currency
that they received. With the growth of ex-
cess reserves, however, banks have not been
under pressure to return redundant currency,
and a few banks have withdrawn a part of
their reserves in the form of large-denomina-
tion currency.
At a time such as the present, when banks
do not need to borrow to get currency, an
increase in money in circulation is not an im-
portant development. It is only a reflection
of a slight shift in the public's needs or
preference as between bank deposits and
cash. The increase of $2,000,000,000 in cur-
rency since 1929 should be considered in re-
lation to the $50,000,000,000 which repre-
sents the total of bank deposits in the United
States.
As the result of gold imports and the re-
lease by the Treasury of gold previously held
in an inactive account, bank
Recent banking deposits have increased con-
developments . .
siderably since last spring,
and the total of bank deposits and money in
circulation is now as large as at any previous
time. Gold imports added about $1,500,000,-
000 to the country's deposits between the
middle of April and the end of November,
and Treasury disbursements from its cash
holdings and balances with the Federal Re-
serve banks added $500,000,000. These addi-
tions were offset in small part by an in-
creased demand for currency by the public.
The growth of deposits has been accompanied
by a decline in their rate of turnover to an
extremely low level.
In the first half of the year there was a
substantial repayment of bank loans, follow-
ing an increase in 1936 and 1937, and bank
holdings of United States Government obli-
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gations also decreased chiefly because of a
reduction in the volume available for pur-
chase by banks. Since July, with an increase
in offerings of Government securities, banks
have increased their holdings.
Volume of deposits at member banks de-
clined somewhat in 1937 and in the first
quarter of 1938 but has since
Growth in shown a substantial increase.
bank deposits .
Except for last year, deposits
at banks have increased almost continuously
since the summer of 1933, as is shown by the
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the first nine months of this year, as set forth
in the following table, was in demand de-
posits at city banks. At country banks de-
posits showed a seasonal decline in the first
half of the year and thereafter an increase.
Adjusted demand deposits at member banks,
which exclude interbank and United States
Government deposits and items held by banks
in process of collection, and which may,
therefore, be called customers' deposits, in-
creased by $1,200,000,000 in the first nine
months of the year and at the end of Septem-
ber amounted to about $21,600,000,000, close
to the largest amount ever reported. It ap-
pears from partial reports that adjusted de-
mand deposits of member banks increased
further during October and November to
above the peak levels reached at the end of
1936. Interbank deposits have also risen to
a new high level.
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DEPOSITS AT ALL MEMBER BANKS, SEPT. 28, 1938
[In millions of dollars]
Adjusted demand
Time 2




















































1 Includes Chicago central reserve city banks.
2 Excludes interbank and Postal savings deposits.
Most of the growth in deposits since the
first of the year has been at New York City
banks. This is shown in the above table and
may be explained in part by the fact that a
large portion of the proceeds of gold imports
is initially deposited in New York City banks
and in part by the increase in interbank
balances at these banks. Total loans and
investments of New York City banks showed
little net change in the period.
At banks in Chicago and other reserve
cities, as at New York City banks, in the
first nine months of this year there was a
substantial growth in deposits, including both
PRINCIPAL ASSETS OF ALL MEMBER BANKS,
SEPT. 28, 1938









































































1 Including Chicago central reserve city banks.
interbank and other deposits, while total
loans and investments showed no change.
At country banks there was a small decline
in deposits and in reserves, as well as in in-
vestments, while balances with city corre-
spondents increased.
Growth in deposits since the beginning of
the year has not been accompanied by an in-
crease in earning assets of mem-
Loans and ber banks. Total loans and in-
mvestments
vestments declined m the first
half of the year and increased thereafter,
showing little net change over the year to
date. Loans declined by about $1,000,000,000
in the first nine months of the year, while
investment holdings increased by $900,000,-
000. From the end of September to the end
of November both loans and investments of
reporting member banks in leading cities
showed little net change.
Nearly all of the decline in loans during
the first nine months of the year was at
banks in central reserve and reserve cities.
Commercial loans at city banks showed a de-
cline of about $1,000,000,000 from the middle
of October 1937 through June 1938, follow-
ing a growth of about $2,000,000,000 in the
two previous years. Since June these loans
have shown little change, although there is
usually a seasonal increase in the autumn.
Loans to brokers and dealers in securities,
which had declined substantially during the
last quarter of 1937, accompanying the fall
in stock prices, showed a further decline in
the first five months of 1938 and a slight
increase in subsequent months. They have
continued at less than half the maximum of
last year.
During the first half of the year retire-
ment of United States Government short-
term obligations reduced the supply of direct
obligations of the Government available for
purchase, and bank holdings consequently
declined. Holdings of Government guaran-
teed obligations increased, however, reflect-
ing purchases of securities of the Home
Owners' Loan Corporation and of the Com-
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modity Credit Corporation. In the third
quarter of the year member bank holdings
of direct obligations of the Government in-
creased. The outstanding amount of pub-
licly-offered Treasury bonds rose by $1,000,-
000,000 in this period, and member bank
holdings of these bonds increased by about
$450,000,000. Increases amounted to $110,-
000,000 at New York City banks, $230,000,-
000 at banks in Chicago and reserve cities,
and $110,000,000 at country banks. Country
bank holdings of Treasury notes also in-
creased by about $50,000,000 but otherwise
there was little change in member bank hold-
ings of Treasury notes or bills. In October
and the first three weeks of November, Gov-
ernment securities held by reporting banks
declined by about $110,000,000 in New York
City but increased by about $140,000,000 in
100 other leading cities.
During the first three quarters of the year,
city banks increased their holdings of securi-
ties other than those of the United States
Government by about $350,000,000, while
holdings of country banks showed a decline
of about $100,000,000, all of which occurred
in the first half of the year. Holdings of
these types of securities increased somewhat
at New York City banks in October but de-
clined in November, reflecting principally
fiscal operations of the New York State and
City Governments.
Correction of October Bulletin
On page 873 of the October issue of the
BULLETIN appears a table showing earnings
and expenses of member banks including cer-
tain operating ratios. The ratios shown
against the caption "Net losses on loans per
$100 of loans" are actually based on gross
losses (before deduction of recoveries), and
the ratios shown against the caption "Net
losses on investments per $100 of invest-
ments" are actually based on gross losses and
depreciation. The word "Net", therefore,
should not have appeared in either caption.
Revisions in Bulletin Table on Treasury Operations
The Treasury recently has published re-
visions in the allocation of certain expendi-
tures to the classifications shown in the daily
Treasury statements beginning July 1, 1938.
In the regular table on Treasury operations
on page 1073 of this BULLETIN figures begin-
ning with the fiscal year 1936 have been re-
vised to take account of these changes. Re-
vised figures for the fiscal years 1932-1935,
previously published in the September 1938
BULLETIN, are shown in the table below.
The principal revisions include the transfer
of certain net expenditures of the Recon-
struction Finance Corporation and the Com-
modity Credit Corporation from "Net ex-
penditures in checking accounts of Govern-
ment agencies" to "Recovery and relief." In
the fiscal year 1938 certain items were trans-
ferred also from "Net expenditures in check-
ing accounts of Government agencies—all
other" to the checking accounts of the Recon-
struction Finance Corporation and the Com-
modity Credit Corporation.
REVISED DATA ON TREASURY OPERATIONS FOR THE
FISCAL YEARS ENDING JUNE 30, 1932-1935 *
[In millions of dollars]
General and special accounts:
Total expenditures 2
Kecovery and relief expenditures-
Excess receipts (+) or expendi-
tures (—)
Trust accounts, etc., excess of receipts
(+) or expenditures (—)
Net expenditures in checking ac-




























1 Figures are shown only for those columns published on page 793 of
the September 1938 BULLETIN which are affected by the recent Treasury
revisions of data.
2 Excludes debt retirements.
3 Excess of credits.
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